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SUBJECT:COUNTERV AILING DUTIES ON BOTTLED OLIVES AND 
NON-RUBBER FOOTWEAR 

1. TREASURY INFORMED SPANISH EMBASSY IN WASHINGTON TODAY 
THAT ADDITIONAL DUTIES WILL BE ASSESSED ON NON-RUBBER FOOT- 
WEAR (3 PERCENT) AND BOTTLED OLIVES (2.9 PERCENT) IMPORTED 
FROM SPAIN. A PRESS RELEASE WILL BE ISSUED ON WEDNESDAY. 
SEPTEMBER 1 1 AND A NOTICE WILL APPEAR IN THE FEDERAL 
REGISTER ON THURSDAY, SEPTEMBER 12. 

2. IN RESPONDING TO GOS EMBASSY MAY EMPHASIZE THAT ACTION 
ON BOTTLED OLIVES AND FOOTWEAR IS NOT PART OF A COMPREHEN- 
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SIVE REVIEW OF U.S.-SPANISH TRADE RELATIONS BUT A SINGLE, 

SPECIFIC ACTION. THE IMPOSITION OF DUTIES FOLLOWS A 
LENGTHY INVESTIGATION WHICH WAS REQUIRED BY LAW FOLLOWING 
RECEIPT OF A COMPLAINT FROM THE U.S. INDUSTRY CONCERNED. 

THE PROVISIONS OF THE COUNTERVAILING DUTY LAW ALSO REQUIRE 
THE SECRETARY OF THE TREASURY TO ASSESS AN ADDITIONAL DUTY 
ONCE HE DETERMINES A "BOUNTY OR GRANT"' TO EXIST. DESPITE 
THE ABSENCE OF AN INJURY REQUIREMENT IN ITS COUNTERVAILING 
DUTY LAW, THE U.S. IS IN CONFORMITY WITH THE GATT UNDER THE 
PROTOCOL OF PROVISIONAL APPLICATION WHICH EXEMPTS THOSE 
COUNTRIES WITH LEGISLATION WHICH IS INCONSISTENT WITH THE 
GATT BUT WHICH PREDATES THE GATT. 

3. EMBASSY CAN POINT OUT THAT TREASURY CAREFULLY ANAT.Y7.ED 
THE INFORMATION PROVIDED BY GOS, INCLUDING THE RECENT 
TECHNICAL SUBMISSION, AND RESPECTS THE ARGUMENTS SET FORTH 
BY GOS IN THIS MATTER. HOWEVER, AS A RESULT OF TECHNICAL 
DISCUSSIONS AND FINAL TREASURY REVIEW, IT WAS CONCLUDED 
THAT "BOUNTIES OR GRANTS" WITHIN THE MEANING OF THE 
COUNTERVAILING DUTY LAW DO IN FACT EXIST IN THE CASE OF 
BOTTLED OLIVES AND NON-RUBBER FOOTWEAR. EMBASSY SHOULD 
EMPHASIZE THAT TREASURY OFFICIALS ACKNOWLEDGE THAT MOST 
ASPECTS OF THE SPANISH TAX REBATE SYSTEM ARE NOT BOUNTIES 
OR GRANTS. 

4. EMBASSY MAY SUGGEST THAT IN THE LONGER RUN, THE BEST 
COURSE OF ACTION MAY BE TO NEGOTIATE INTERNATIONALLY A 
COMPREHENSIVE MULTILATERAL AGREEMENT GOVERNING THE USE OF 
SUBSIDIES AND COUNTERVAILING DUTIES. EMBASSY SHOULD 
EXPRESS U.S. GOVERNMENT HOPE THAT THE IMMEDIATE PROB- 
LEM IN NO WAY IMPAIRS THE GOOD RELATIONS BETWEEN OUR TWO 
COUNTRIES. 

5. IF GOS AGAIN RAISES ISSUE AS MATTER FOR JOINT ECONOMIC 
COMMITTEE MEETING EMBASSY MAY DRAW ON ARGUMENTS IN STATE 
184741. ALSO, IF GOS OFFICIALS CONTINUE TO ARGUE THAT 
INSUFFICIENT TIME WAS ALLOWED FOR SUBMISSION OF WRITTEN 
COMMENTS, EMBASSY MAY DRAW ON CONTENTS OF STATE 173382. KISSINGER 
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